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WE give place this week to a communication from a 
well-known life insurance actuary on the subject of “ Valua- 
tion of Life Insurance Policies.” He shows the incon- 
gruity of some of the State laws on this important subject, 
and suggests a means whereby existing defects in them 
may be remedied. That there should be some uniform 
rule for valuing policies on aebasis that would do justice 
alike to the public and the companies is conceded, but 
there is such a diversity of opinion as to the means to be 
adopted to accomplish the end desired that it is difficult 
for legislators to see their way clear regarding the point at 
issue. We recently printed a plan for valuing policies 
proposed by Walter C. Wright, actuary of the New Eng- 
land Life Insurance Company, which attracted much 
attention, and we are confident the communication we 
print this week will be read with interest by all persons 
identified with life insurance. 





IN another column are printed the views of W. L. Co- 
wardin, the president of the Virginia Fire and Marine In- 
surance Company, on the present crisis in fire underwrit- 
ing. He thinks that insurance managers in recent years 
have manifested too much impatience and electric go- 
a-head-itiveness in the effort to get business, and not enough 
“ sober-sided deliberation,” nor sufficient reflection to over- 
come the great evilsin the business that need to be treated 
carefully and patiently and with a proper exercise of cool 
reason, but which, when once met, will put an end to the 
smaller vices that are ever cropping up. Mr. Cowardin 
considers that unlimited insurance and inordinate expenses 
are the greatest defects in the present system, and posi- 
tively asserts that three-fourths of all the losses to com- 
panies are on property covered by policies giving insurance 
for more than the true value. What is ordinarily termed 
full insurance is in nine cases out of ten really over-insur- 
ance, and the practice of giving unlimited indemnity to the 
public altogether is inconsistent with the familiar invoca. 
tion, “ Lead us not into temptation,” and tends to debauch 
good murals. Propertyowners should be given reason- 
able indemnity by the companies, but the insured, having 
nothing to lose, and being liable to carelessness, should 
invariably be held accountable for a part of the loss. If 
business men consider insurance for the full value a neces- 





sity which they cannot forego, they should also make de- 
mand for insurance against depreciation in the market 
value of securities or for natural decay, but such extraordi- 
nary methods to ensure success are not considered prac- 
ticable. On the subject of expenses to conduct the busi- 
ness, Mr. Cowardin states as a truism that the law of com- 
pensation restricts wages to actual services performed, and 
he considers that commissions of more than fifteen per 
cent rarely go to the agent, the excess being used im- 
properly to buy business, resulting generally in less profit 
and safety to the companies, by increasing the expenses, 
and to the agents, because unprofessional persons are thus 
drawn into the business. As the fire losses grow, rates 
should be advanced until they correspond with the risk. 
Special ratings are to be favored except for dwellings and 
general business risks, which should be rated by classes, 
with additional charges specified for contiguous hazards, 
On the question of adjustments, Mr. Cowardin gives some 
timely advice that “managers should go down into the de- 
tails of the business and stir up the ashes a little after fire, 
and learn what was the true cash value of the property 
they have to pay their money for.” 





A CORRESPONDENT asks: “ Will you please inform me 
as to the loss by fire in the United States, for the past 
year, as near as possible, and what feasible remedy could 
be suggested to reduce the growing fire waste?” For 
the eleven months reported the fire losses have been 
closely estimated at $101,000,000. Including the Decem- 
ber losses, it is safe to say that the total fire waste for the 
year 1884 will aggregate fully $110,000,000. The losses for 
the year just passed were larger than any year in the his- 
tory of the country, excepting the years of the Chicago and 
Boston fires. Fires are on the increase, and will continue 
so until the people are educated to realize that every dollar 
consumed by fire is a direct tax on individuals. Nowadays, 
when property is burned persons ascertain whether it is 
insured, not accounting the fire a disaster if the property 
is insured, and everybody seems to cultivate the idea that 
the burning of insured property brings no loss to individ- 
uals. A more foolish opinion could not be entertained. 
As long as this feeling exists fires will continue, and it rests 
with the insurance companies to agitate the important 
question of individual responsibility for fire losses. The 
insurance business, as at present conducted, however, in 
many practices furnishes strong incentives for increasing 
the fire waste. The companies assume all the responsi- 
bility for losses. The assured pays his premium and does 
not care then whether the property burns or not. Dis- 
honest propertyowners will set fire to their property out- 
right to get the insurance money, and many honestly dis- 
posed persons, when pressed to the wall in hard times, like | 
the present, become criminally negligent in the care of 
their property ; and by such culpable carelessness, invite 
fire which would never occur were they unable to obtain full 
insurance from the companies. There are underwriters 
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who will admit, so¢¢o voce, that the insurance business as at 
present conducted, permitting propertyowners to fully in- 
sure and over-insure their possessions, encourages an un- 
wholesome speculative spirit not consistent with good 
morals. The insurance companies, the agents, who ob- 
tain a large part of the business for the companies, and the 
insuring propertyowners each have more or less moral re- 
sponsibility under the policy contract. By the present 
practices, however, the companies assume all liability for 
fire losses, and the insurance agents and the insured are in 
no way financially responsible for the burning of property. 
To prescribe a remedy to diminish the growing fire waste, 
it appears that the companies should compel the agents 
and the insured to be contingently liable with them 
for losses by fire. But great competition exists in fire 
underwriting, and there can be little hope that so im- 
portant a change can be universally effected in insurance 
policies in the early future. It is, nevertheless, generally 
admitted that correct underwriting should discourage 
the burning of property, insurance companies being 
conducted for the noble purpose of assuming the unavoid- 
able losses by fire sustained by individuals and distributing 
the burden of such losses among the community by a pre- 
mium tax of unappreciable amount. When propertyowners 
become educated to the truth that each person in the com- 
munity is co-responsible with the insurance companies for 
the fire waste, and when the time arrives that nobody will 
be able to secure insurance for the full value of his property, 
then the fire losses will cease to increase each year—and 
probably not until then. 





WITH this issue, THE SPECTATOR enters upon its seven- 
teenth year and thirty-fourth volume of continuous publi- 
cation as an insurance journal. During these years it has 
been a faithful chronicler of passing events in the insurance 
field, and has done what lay in its power to advance the 
interests of legitimate insurance in all its branches. Closely 
identified with those interests, it has encountered sub- 
stantially the same vicissitudes of business that presented 
themselves to practical underwriters, and, like most of the 
companies, has survived. We have seen the old and re- 
liable companies growing in strength and usefulness, and 
have been in at the death of many that were unequal to 
the incessant contest for business that is waged with such 
energy and enterprise ; we have assisted at the christenings 
of many new insurance organizations, but the graves we 
have helped to close over the remains of others far out- 
number the new candidates for public favor. Notwith- 
standing the casualties that have occurred in the ranks of 
companies, the system of insurance has continued to grow 
in importance, till to-day it is an absolute necessity to the 
people. Ithas been and will continue to be the aim of THE 
SPECTATOR to advocate the best systems and practices in 
underwriting of all kinds, and to aid all persons who are 
seeking the welfare of the profession. It is with consider- 





able pride that we glance through the thirty-three volumes 
of THE SPECTATOR and note the long list of valuable 
educational articles that they contain. The very best 
writers on insurance that the world affords have been con- 
tributors to our columns at different times, and some ot 
their contributions have been transformed into text books 
to aid in the instruction of the coming generation of under- 
writers. In fact, these well-filled volumes are in them- 
selves an encyclopedia of insurance knowledge, familiarity 
with which would constitue a liberal education in the in- 
surance business. But the record of THE SPECTATOR is 
made up as far as it has gone, and on that we are content 
to be judged. For the future we shall strive to make even 
a better paper than we have in the past, and to continue 
to be deserving of the support of the insurance fraternity. 








TRICKERY OF ASSESSMENT LIFE INSURANCE. 


HE “craze” for life insurance on the assessment 
T plan seems to have abated wonderfully in the past 
year. It is but a short time since companies of this kind 
were swarming all over the country, their managers boast- 
fully announcing “life insurance at half the rates charged 
by the old line companies,” and asserting that the “ pay 
as you go” or mortuary assessment plan was the only 
proper form of life insurance, and was destined to soon 
supersede the old and proved “level premium” plan. 
There were half a dozen or more of these companies in 
New York city, and the highways and the byways were 
flooded with their literature, burdened with misrepresenta. 
tion and falsehood. Many persons were deceived by this 
boastful bluster,and became members of one or more of these 
societies, whose promises were more illusory and deceptive 
than any ever issued by the managers of any swindling 
gift enterprise or fraudulent lottery scheme. “Something 
for nothing ” was the burden of their song, and the delusive 
promise was held out that whoever contributed a member- 
ship fee was almost sure to draw a big prizeincash. But the 
public, deluded fora time, tired of the constant repetition of 
statements that would not stand the test of the application of 
common business sense, especially when experience demon- 
strated that these concerns only “ keep the word of promise 
to our ear and break it to our hope.” While the old and 
financially sound companies have gone right along, increas- 
ing their business from month to month, paying their 
losses in full promptly, and strengthening themselves in 
every way, the membership of the assessment concerns 
has been dwindling away, till some of them have closed 
their doors entirely and others are scarcely heard of. 
Even those that were the most prosperous, and that were 
so loud in their own praise, have found such uphill work 
that many of their best agents have abandoned them, their 
members are deserting them, refusing to pay assessments, 
and the officers are ekeing out a precarious existence on 
greatly reduced salaries. With the falling away of mem- 
bership came the inability to pay death claims, and several 
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cases have been reported to us where the beneficiaries of 
a deceased member have received less than one-third of 
the amount they were entitled to. The following is a 
summary of some of these cases. While we are not at 
liberty to use the names in all instances, the beneficiaries 
being widows who shrink from publicity and fear annoy- 
ance from representatives of the companies they denounce, 
we have documentary evidence in our possession to con- 
vince the most skeptical of the truth of the statements 
they make : 

One of these beneficiaries is the widow of a gentleman 
who, during his life, was employed in this city at a good 
salary; he had a wife and three children, and was able to 
surround them with the comforts and many of the luxuries 
of life; he had a comfortable house, on which there was a 
mortgage of $3000; he left what he regarded as $15,000 
of insurance upon his life, consisting of certificates of 
membership in three assessment companies; on these 
three policies the widow received less than $5000, the 
amount paid by each being accompanied by the statement 
that such sum was all that was realized from the assess- 
ment made in her behalf. Friends tried to get more, but 
failed, the officers assuring them that they had no respon- 
sibility beyond making the assessment. As a consequence, 
this poor widow with three children saw her house sold to 
satisfy the mortgage, while she sought a home in a tene- 
ment house. She and her eldest child, a daughter, now 
support the family by dressmaking and sewing for the 
shops. Had her husband been insured in regular life 
companies for $15,000, she would now own her own home 
and her children could have those educational advantages 
their father designed them to have. Ina letter we have 
seen, this lady says: “God help the poor widow who is 
left to the mercy of swindlers like these. My poor hus- 
band thought he was providing for me and our children ; 
he paid all his assessments promptly and thought the in- 
surance was secure, but instead we are left homeless, bat- 
tling with poverty and want, and our children must go 
without the education he was so anxious for them to have. 
Why does the law permit such swindlers to continue de- 
ceiving people?” This is a sad case, but no worse than 
many others, for the failure of assessment companies to 
keep their obligations has brought misery to thousands. 

Edward Z. Laurence, formerly president of the Colum- 
bia Fire Insurance Company of New York, had $3000 of 
so-called insurance in one of the New York city assessment 
concerns. He died January 14, 1882, and friends of the 
widow endeavored to collect from the company the amount 
due her. After nine months of waiting, and after indulg- 
ing in the expression of much righteous indignation, the 
gentleman who had taken the matter in hand received a 
final statement and was informed by the plausible man- 
ager of the company that the total amount received from 
an assessment made in behalf of Mrs. Laurence was 
$1,085.95, and that the expense of collection was $7.67, leav- 
ing $1,078.28 as the total sum received by the widow for 
$3000 of “ insurance.” 

Edward Stevenson of Brooklyn had five certificates of 





$1000 each in the Home Provident Safety Fund Associa. 
tion of New York city. He died in December, 1881, but 
the account with the widow was not closed until March, 
1883, when she had received in driblets at long intervals - 
the sum of $1,433.42, that being all she could recover from 
the officers on $5000 of so-called “insurance.” She was 
charged $2.50 monthly dues, and $9.54 for expenses of 
collection. 

Another peculiar part of this transaction came in when 
one payment was made to the widow; N. Denison 
Morgan, the organizer and manager of this concern, 
wrote to her: “If you will indorse the following on each 
of the certificates and send them to us, we will send you a 
check for $400.” He enclosed in this letter the form of 
receipt he wanted on each of the certificates as follows: 
“ Received, May, 1882, from the Home Provident Safety 
Fund Association of New York, $400 on account of this 
certificate.” As would appear from this, the association 


‘exacted receipts for $2000 where but $400 were paid. We 


have Mr. Morgan’s letter giving the above instructions to 
the widow, and containing the form of receipt as above in 
his own handwriting. Having received $1,433.42 in settle- 
ment of a $5000claim, the beneficiary was required to re- 
ceipt five times for $400, as shown. 

Matthew M. Merriman of Hartford had insurance of this 
kind for $5000, fer which his widow received, after his 
death, and the lapse of many months, the sum of $1,555.33. 
Her friends sought to obtain more, but the managers 
simply said: “ We made an assessment on the members 
of the company, and that is all it yielded; we have no 
further responsibility in the matter ; if the members don’t 
pay we can’t make them, and we certainly are not going 
to do it ourselves.” Importunity was wasted, and the 
widow had to be content with less than one-third the sum 
her husband supposed he had provided for her. Regard- 
ing this transaction, she writes us: “ My husband held five 
$1000 policies, for which I received the meagre sum of 
$1,555.33. It seems strange that that should be all I can 
get for policies they claim are all paid up.” 

Rochester, N. Y., has been the seat of many co-operative 
swindles, whereby hundreds of persons have been de 
frauded. A concern known as the Mutual Benefit Asso- 
ciates some time ago went into the hands of a receiver, 
when it was found that a goodly number of death claims 
had never been assessed for, the assessments having been 
sO numerous as to drive away many members, and to make 
the officers afraid to levy more. It was also found that a 
large portion of the receipts had been absorbed by officers 
and agentsof the company. The receiver took the ground 
that death claims and all other liabilities must be paid, 
and that all persons who were members when the liabilities 
accrued must pay their share, whether they had been as- 
sessed or not. The court sustained this view, and held 
that members were liable for all indebtedness incurred by 
the company while they were members, and for thirty days 
after they received their last notice of assessment, whether 
they paid it or not; that the fact that the officers did not 
make assessments to meet indebtedness did not relieve the 
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members from their liability. Under this decision the re- 
ceiver sued a number of retired members, obtained judg- 
ment against them with costs,and executions against their 
property were issued, when they were glad to settle. 

A suit has just begun at Rochester, N. Y., against a co- 
operative concern called the American and Co-operative 
Relief Association of Syracuse, N. Y., the particulars of 
which, as presented in detail by The Rochester Post and 
Express, of December 18, are simply sickening. The 
plaintiff is a widow named Seely, whose husband died last 
June. Benedict & Sampson, the attorneys for Mrs. 
Seely, have the statement of Mr. Bedell (of the asso- 
ciation) showing the basis upon which he desired to settle 
the claim. It states that the assessment for Mr. Seely’s 
death brought in the sum of $2,240.89, and from this there 
was deducted “five per cent for collecting,” or $114.04, 
but it is claimed by the plaintiff that the by-laws prohibit 
such a charge. There is also deducted the one-sixth for 
the reserve fund, $354.80, leaving $1774 due on the policy. 
But, it is further claimed in the statement, a maximum 
policy is $3000, and Mr. Seely’s being but for $2000 is not 
up to the full standard, and should be good for only two- 
thirds of the proceeds, of the assessment, or $1,182.70. 
The plaintiff alleges that the by-laws provide that persons 
may insure for as high as $5000, and $3000 cannot there- 
fore be the maximum ; and that if such a technicality (un- 
heard of in the by-laws or policy, it is alleged) is raised, the 
company might as well have reduced Mrs. Seely’s claim to 
two-fifths, taking $5000 for the maximum. A settlement 
upon the proposed basis was therefore refused, and the 
courts will be called upon to decide the widow’s claim. 

An Ohio man conversant with co-operative life insurance, 
speaking of its workings in his own State, says toa Cincin- 
nati Enquirer man; “ There are not near as many in exist- 
ence to-day as two years ago, and the reason of this de- 
crease is that the grave-yard business became common in 
Indiania and Pennsylvania two or three years ago. An- 
other reason why they are in disrepute in this State is that 
they don’t begin to pay the face of their policies. For in- 
stance, a young widow came into my office not many 
weeks ago with two life insurance policies, each of them 
taken out in one of those mutual life insurance associa- 
tions. She handed out one to me saying, ‘I didn’t expect 
to get much out of that. My husband never had much 
confidence in that one, but I wish you would look at the 
records and see what it is worth.’ I looked at the record 
and said, ‘ Well, madam, if you get all that this is worth 
to-day you will get $45.’ ‘Well,’ she says, ‘I didn’t ex- 
pect much of that one, but I will be able to get along if I 
get the face value of the other.’ She handed out a $3000 
policy, saying: ‘I wish you would look that one up for me.’ 
I examined into it and said: ‘If all the members pay up 
on that one you will get on this $3000 policy the sum of 
$75.’ ” 

We have heretofore referred to some of these cases, and 
now group them together to show how little reliance is to 
be placed in “insurance” that is dependent solely upon 
voluntary contributions collected after the man is dead. 





It is a matter for wonder that men of intelligence will put 
their trust in companies that can give no proof whatever 
of their ability to fulfill their promises, even if their man- 
agers have the inclination to do so. 





SPECTATOR SURVEYS. 





“A CORRESPONDENT suggests our publication of the large amounts 
of life insurance carried by prominent New Yorkers. It will give us 
pleasure to comply with his request, if it can be done with any 
reasonable certainty of correctness. The trouble is that no single 
company carries over $50,000 on any one person; and to aggregate 
the sum covered on any one life would involve a canvass of all the 
companies, with a poor prospect of securing enough trustworthy in- 
formation to pay for the trouble.” —7he Commercial Bulletin. About 
a year ago, THE SPECTATOR Company published in pamphlet form 
(twenty-four pages) a list of prominent persons who are insured for 
from $50,000 to $350,000 each. This list was carefully compiled and cor- 
rected after personal correspondence with the life companies and agents 
and persons named, and the undertaking involved considerable labor. 
All recent lists of prominent policyholders have been based, to greater 
or less extent, on the information given in this compilation. The Bul- 
letin is in error when it states that no single company carries over 
$50,000 on any one person. For the past year the Equitable Life has 
issued $100,000 policies on individual lives, and we know of several 
instances where this facility offered by the Equitable has been promptly 
taken advantage of. In stringent times, men of business ability and 
foresight are not slow to take advantage of the benefits of life insur- 
ance, and some of the most successful business men have doubled 
their life insurance during the past year. The life companies, and es- 
pecially the larger ones, have thus been called on to increase their 


lines. 
% x * * 


THE companies have been catching losses at a lively rate during the 
past two weeks in all directions, and the city of New York, despite its 
average good record for the year, has contributed its full share of the 
general disasters. The companies, however, are making a most persist- 
ent push for business, and the December premiums are unquestion- 
ably far ahead of anything known in the same month for several years. 
We find, upon inquiry, that grave doubts are entertained by many of 
the companies whether the majority will not be found to have made 
losses instead of profits. There is a more general disposition to admit 
the absence of profits than is usual. The only exceptions are com- 
panies of the order of the Broadway, Eagle, Brooklyn, Peter Cooper, 
et als, that have adhered closely to the city business, It is also the 
testimony of the agency companies that their city business here has 
been more than ordinarily profitable. 


* * * * 


THERE is one feature, and a very important one, about every manu- 
facturing risk which cannot be included in any schedule rating system 
which may be adopted by the companies, be it ever so ingenious or per- 
fect. We mean the care and supervision, and the discipline in such 
establishment as shown in the management. The strictest care may 
offset the bad features of the physical hazard, while the absence of it 
can never be made good by superior construction and fire protection 
facilities. We presume that it is just here that the power of discrim- 
ination should be exercised. 


* * * * 


THE North German has fallen into the lap of the Peoples of New 
York, the city business to be assumed December 30, and the agency 
risks January 2. This event reverses the rule, and shows that a small 
fish can swallow a big fish. The income of the Peoples in 1883 was 
$159,186, while the income of the North German was $310,886; but 
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in this case the policyholders are perfectly safe. The reinsurance con- 
tract will put nearly $200,000 into the funds of the Peoples, while the 
North German will quietly pass out of existence. The trouble of the 
latter company has been home management of the ficklest sort. 
Its policy of one year was reversed the next, and methods which were 
insufficiently tried were hastily abandoned Its presence will not be 
sorely missed. 
x = x * 


IT cannot have escaped observation that there is considerable criti- 
cism about the survey department of the New York Board of Under- 


writers. 
x x * 


Ir the companies that are occasionally named as candidates for re- 
insurance were more frank and open in their statements to inquirers, 
much annoyance would be saved. We can hardly recall an instance 
in the last three years of a company reinsuring its risks that the event 
was not the subject of street gossip several weeks before the actual 
event, and where a most vigorous denunciation of such rumors as this, 
made out of whole cloth, were not insisted upon up to the last moment 
by the officers of the company retiring. Rumors are too numerous for 
the comfort of sundry companies just now, The names of at least two 


foreign offices are mentioned as likely to go on the retired list very soon. 


x * * * 

How would it do for Secretary Armstrong of the Mutual Fire, who 
is credited with an attempt to organize a new company, to buy up the 
stock of one of the expiring offices and galvanize it into new life. It 
was currently reported about the time the Commercial reinsured that 
there was an offer, only a little less than par, for a majority of its 
stock by parties who wished to continue the struggle, although per- 
fectly willing to allow the old risks to be reinsured. This scheme 
would not require so much money as to start a new company, and 
would have a valuable plant to begin with. 


* * * * 


THE rate on the St. John’s Asylum risk in Brooklyn was thirty 
cents for three years, Wherein was it worth less than a large hotel ? 
Wherein it was worth more is answered by the fact that there wasn’t 
aman on guard in the whole establishment. The truth is that the 
rates on our hospitals and private asylums and protectory property are 
abominably low, and of the many risks hawked about the streets of 
this city, the charitable institution buildings of our Catholic fellow- 
citizens are among the lowest, although the Protestant and Hebrew 
institutions are not far behind. 


* * * * 


IF the signs of the times do not fail, it is evident the public must be 
treated to a new advance (squeeze is a good name for it) in rates be- 
fore many months. Disguise it under as many aliases as we will, it is 
true that the good risks must pay for the bad, and that the companies 
must obtain sufficient premiums to meet losses and insure dividends 
or else retire from business. Generally, when there is an advance in 
rates, the officers of companies go whining to their customers, and 
talk soothingly of hard times, etc.; and when the customer retorts that 
his risk hasn’t burned and he has paid premiums for twenty, thirty or 
forty years without a fire, the representatives of the company make all 
manner of excuses. Premiums must pay losses or companies cease 
to exist, 

# ¥ x 

A CITY company paid for a reinsurance policy to another company 
last week by giving the latter credit for the premium on a loss claim 
under the same policy, The risk burned the second day after it was 
taken, and the deduction was by the consent of both parties. 


x o * ¥ 

SINCE a number of companies interested in a Western loss, which 
was supposed to have been entirely settled and receipts taken in full 
for all claims, have been told by counsel that their receipts are not con- 
clusive as against demands for loss not known or ascertained when the 





former payment was made, a new form of receipt is suggested for all 
partial loss claims. It is simply to incorporate the words “in com- 
promise and settlement of all claims,” etc. One company, having taken 
legal advice, now insists upon those words in all cases of partial loss. 


* * * * 


A DISTINGUISHED legal firm in this city, which has been credited 
with “steering” the appointments of three English offices in this 
country, is now reported to have lost its hold on the second of the 
three companies. Its apparent strength with the third company con- 
tinues, but as the latter does not now want any legal advice as to 
how to conduct its affairs, predictions are freely offered that the firm 
will soon drop this one as well. But it has been fat pickings for the 
lawyers just the same for several years, and especially in advising 
reinsurance contracts. 


* * * * 


WE are informed that two of the city companies most commonly 
named a few weeks ago as among those likely to reinsure, are coming 
out of the fiery trials of the year with an increased net surplus, and this, 
too, notwithstanding the diminished values of investments. We refer 
to the Howard and Star. This fact shows how easily the street gos- 
sips may be deceived by appearances. 


* * * * 


THERE seems to be a determination in certain quarters that the 
Manufacturers of Boston must reinsure, and that President Appleton 
must become an English manager for a district, if not a larger terri- 
tory, all of which we are informed on good authority is unauthorized 
and practically untrue, 





COMMUNICATIONS. 


THE SITUATION IN FIRE INSURANCE. 
[To THE EDITOR OF THE SPECTATOR.] 


Your request for my views on the present condition of the insurance 
business prompts me to join the many others of your correspondents in 
some short discussion of the question. But I am too much of an old 
fogy to be able to say anything interesting or instructive to the enter- 
prising young underwriters who are rapidly taking position on the field 
of action, and shaping the policy and fortunes of insurance for the future. 

A weakness of old age is its increasing paternal sentiment, which is 
some way received with disfavor by the younger go-a-heads of this genera- 
tion, who cannot brook restraint because it is not quick work to fortune 
or ruin, whichever it may be, so it be quick. Impatience is stamped on 
everything. Human reason is lashed into electric flashes, that as rapidly 
subside as if evasively sporting with the understanding. We must at léast 
come back to sober-sided deliberation, that process of reflection that 
favors the right use of reason, and patient and diligent work in whatever 
employment of life we are engaged, and nothing more, Electricity and 
the locomotives may dash ahead, but we must be a little slower than we 
have been these last fifteen or twenty years. 

Well, this introduction to what I have to say will appear a profession 
of the wisdom that is to follow. No, no; I confess the difficulties in our 
business have so greatly increased, and are often of such obstinacy of 
character that deference to the opinion of others is not only pleasing, but 
happily instructive. 

In insurance, like other occupations of life, it is the big evils that we 
must bring to judgment, and not the little foibles that are no sooner dis- 
posed of than a new crop appears from the prolific brains of the monsters 
we conceived it injudicious to attack. You ask ; ‘‘ What may be regarded 
the greatest defects in the present insurance system?” I would say, 
over-insurance on the.one hand and inordinate [expense on the other, 
Over-insurance is the hotbed of losses, and extravagance in conducting 
insurance a needless but systematic pillage of the assured, who, perceiv- 
ing it, grow indifferent to our calling and begin (many of them) to question 
our advantage to society. 











6 THE SPECTATOR. 





[ Thursday, 








I incline to the opinion that these are the two biggest evils of the 
business, and they appear to be the two that we are most unwilling to 
attack. If we can unite in remedying these monsters—for monsters they 
have come to be—the smaller vices will melt away like snow beneath the 
sun’s rays. 

While public law of most countries, and the moral law in all, forbid 
wagering policies, some of the companies issue policies that contain no 
limitation of insurance, and when we once complained to a special of one 
of these companies for taking $1500 on a house that was not worth over 
$1000, ‘‘Oh!” he said, ‘‘I paid the loss with $800 ;” adding, ‘‘ We always 
like good salvages,” and appeared unconscious of how far the insuring 
for $1500 tended, and in all human probability served, to produce the loss 
of the $800. But the profession will be ashamed of me for presenting such 
a bold instance of depravity of insurance. Ah; if it were a rare occur- 
rence I would not stop to relate it, but it unfortunately has become the rule 
and not the exception, and to be faithful to my fellow underwriters I must 
‘‘cry aloud and spare not.” A most intelligent and highly esteemed 
manager of one of these non-limiting insurance companies said to me 
recently, when | was referring to this defect in his contract, ‘‘ We don’t 
care how many we have to help pay the loss,” and supplemented this 
doctrine (if we should call it such) with some beautiful Scripture lessons 
that encouraged confidence in man as a means of making him honest. 
‘“‘I am not learned in Scripture, but I remember well,” said I, ‘‘ that 
even our blessed Saviour said ‘lead us not into temptation.’ ” 

And now, in support of my assertion that over-insurance is one of our 
biggest evils, I boldly assert and propose to shoulder responsibility for 
it, that three-fourths of all our losses turn out to be on policies that cover 
property for more than its true value. 

The legislatures of the country have taken to this view, and hence their 
frequent indication of a purpose of making us pay the amounts named in 
the policy because we have received the premium on that sum ; and I ask 
the question—how did they come to know that we pay less at times than 
the sum insured? Why, it has simply become notorious that the com- 
panies are constantly claiming to pay less than the sum insured, though 
the property covered was wholly consumed, on the ground that the actual 
value was less than the insurance. A single company’s experience would 
seem sufficiently amazing on this subject, but add to it the combined 
experience of all, and we begin to shudder at the vice of over-insurance ; 
we begin to account to ourselves for the apparent inscrutability of the 
public dislike of insurance methods, Over-insurance is an enormous 
vice, and less causes of moral offense have consigned many men to prison. 
Oh ! we insurance criminals, when the Searcher of human motive asks, 
** Why did you tempt your neighbor to destroy his property and burn upa 
city?” If you shall say, ‘‘I was only giving him assurance of my confi- 
dence and esteem, and because he was rich I was sure there was no moral 
hazard,” you will be answered that you have failed to say that possibly 
the premium or commissions blinded you no little, 

If we can fairly consider these disorders as attached to our business, 
should we not unitedly and vigorously set to work to cure them? 

But insurance is indemnity, say some ; and if we can’t give a man full 
indemnity, say others, we might just as well not call it insurance at all. 
The next thing to consider is, what is indemnity? Some say, let us con- 
fine it to the cost. That is hard, say others, for there has been a rise in 
the market, and then the goods were sold for future delivery for a grand 
profit ; and must the assured lose all this? Indeed, says one, he can’t af- 
ford it ; he has borrowed the money with which he bought the goods, and 
he must pay back every dollar. Thus insurance must remedy the uncer- 
tainties of speculation, encourage boundless credit, enable men to cash 
their adventures in the face of unpropitious markets and the difficulties 
of over-production and manufacture. Even a bankrupt law has been 
cited as a partial protection against insurance losses, by furnishing the 
reckless speculators (unfortunates in business sounds softer) with the op- 
tion of escape from their troubles by salvage through the bankrupt courts 
instead of the torch. It is the part of insurance, say some, to help aman 
that has been unfortunate to try his hand again, and as his friend will only 
lend him money if he is insured against loss, all we have to do do is to 
protect him against all loss. But we say to his friend ‘the money-lender, 
we are willing to insure against honest loss, and in order to guarantee us 
this we must make him coinsurer with us, so that he must lose some at 
least when we lose. Oh, no, says he ; I believe him honest, but I am not go- 
ing to take any risk of his honesty that you insurance men must take ; and 
don’t you take it all the time. Why don’t you ask me to take part of the 





risk when you insure full value for me? Yes, I can get just what I want 
of any insurance company. Look at that policy. ‘‘ Other insurance per- 
mitted, etc,” and as many, etc., as I want. Oh, but you have no induce- 
ment to do wrong ; we don’t want to limit you ; and as you are a customer, 
we will say no more about it, but give your debtor a full insurance. 

Full insurance is, in fact, nine times in ten’over-insurance.. A house 
that cost $1000 can seldom be sold directly after the last nail has been 
driven for the cost of it, and the owner having a policy for $1000 on it, 
can get more by a sale to the underwriters than by the auctioneer or agent 
of such property, to whom he should have to pay a commission and other 
expenses, 

But I am carrying illustrations too far, and tiring the reader. What we 
need is the resolution to maintain a good business rule that is the founda- 
tion of our insurance edifice, and we may rest assured that if we can’t 
maintain it we shall surely bring down the edifice sooner or later. 

We must treat all alike and say we can give you reasonable indemnity— 
can give you a policy that will protect you against inordinate loss, but you 
must take part of the loss. If you have nothing to lose, then you are too 
adventurous, for we should not consent to speculate on other men’s 
means, even though it be an insurance company. If insurance for full 
values is necessary to sustain a system of credits or business enterprises 
that it is so indispensable should be freed from loss by fire, why not 
also get insurance against disaster from decline in the markets, from the 
effects of wear and tear and decay, and the like. For, if the idea is that 
immunity from failure of enterprise and decline in values or all loss of 
investments be guaranteed, then why especially guarantee loss by fire any 
more than the other sources of loss. The naked truth is, that business 
is not in a healthy condition when the methods of it render reasonable 
rewards for labor and capital so precarious as to prompt the resort to ex- 
traordinary measures to secure its success ; and while we have yet much 
to say on the subject, this brings us to the other item named by us as an 
evil in our business ; to wit, the expense of it. 

Once there was a doctrine that “necessity knows no law,” and ‘‘ the 
world owes us a living.” Now, progress and invention gives us methods 
that, alternating to suit the exigencies of competition, avoid best, as we 
think, the vicissitudes of business and toil. Progress, that great impulse 
of civilization, is unhappily the discoverer of methods and vices that 
prove too lovable to us. The expense of insurance runs all the way from 
thirty to sixty per cent of the gross premiums of the business. This is a 
burden on the public that should not be imposed on it. We owe it to the 
character of insurance for good to society, for usefulness as a coworker 
of commerce, to relieve it of this incubus of undue expense of it, greater 
perhaps than that of any other business on earth. 

I need not itemize these expenses ; they are well known to all engaged 
in the business. Many of them are inexcusable except on the theory that 
one votary of fashion may strive to outdo another. Display after display 
is resorted to to get another company’s business. Commissions are paid 
under various devices to catch business, just as people set traps of the 
newest invention to catch mice. Local agents, solicitors, brokers, sur- 
veyors, adjusters, specials, traveling agents, counsellors ; all these answer 
to roll call, and all of them have their subs and go-betweens, just as if 
they were essential to conduct the business, when it is well known that 
if the already over-grown multitude of employees were doubled, the risk 
for insurance could not be perceptibly increased. And under the system 
of high commissions and displays, and flattering discriminations and 
promises, we are fast resorting to the practices of the Kilkenny cats, who 
did not hesitate to eat each other up. But this will be called levity—I 
do not mean it to be so. So many practices are disgusting that namby- 
pamby figures will not do. What are we to do with this rebate practice? 
Would the rebate be tendered on a commission of six or ten per cent— 
and these were once the full commissions. Commissions over fifteen per 
cent rarely go to the agent ; all above that is in some way used as prize 
money. 

The law of compensation restricts wages to actual services performed. 
Excessive compensation stimulates competition for whatever situations 
offer most pay for least work. Ten per cent commissions will secure the 
largest business to the faithful worker; but if the companies give twenty 
per cent that ten of it may be used to buy business, every assured wants 
to be an agent, and we shall find we have twice as many agents at twenty 
per cent as we had at ten per cent, and with less profit and safety attend- 
ing the business for the companies and agents too. 

There are many avenues of expense attending insurance that I need not 
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stop to discuss, as the aggregate is excessive. In regard to the growing 
losses, directly we so concur in the management of the insurance business 
as not ourselves to superinduce loss by fire, we have only to advance the 
premiums till they equal the risk. There is no quackery about this prac- 
tice, and agreement in the rates is most likely to secure adequate rates 
for all. 

As to the matter of modifying the contract or policy, it should be meas- 
urably uniform as to conditions, and I have expressed a preference for 
some uniform limitation of amount to be insured, so as to occasion some 
loss in any event to the assured ; which is also best for them, as it gives 
them a rate that is just what the actual fire hazard is worth. 

The chief causes of the increased fire losses are commercial gambling 
in futures, stock, manufactures, etc,, and the vast and continual change 
and decline of values from the introduction daily of new inventions and 
comforts. 

People will not live any longer in old-style houses or old houses of 
any sort, and relish for work has flown, so long as wits are possible in 
serving us to do without it. There are ten idlers now for one fifty years 
ago, and the relish for money by chance leaves work in ignominy. The 
relations of money to property values have become impaired by the in- 
terference of government in taking control of the currency. There will 
always arise an increase of risk to insurance when money brings seven, 
eight and nine per cent, and in some parts of the country more. The 
profits of industry cannot bear these rates of interest, and after a struggle, 
enterprises will begin to crowd the markets from insolvency. 

The free markets of money are necessary tc give an average compensa- 
tion for its use. Its adequacy of supply can never be regulated by gov- 
ernment or government currency, nor its safety promoted. As to competi- 
tion, it will regulate itself. This is a law of commerce from which we 
can in no way exempt ourselves, and should not if we could. 

As to commissions, we-have said enough; and they are easily reme- 
died, as soon as the companies unselfishly face the question. In respect 
to ratings, I should favor special ratings, except for dwellings and general 
business risks, which should be rated by classes, with additional charges 
specified for contiguous hazards, The average agent will be bothered 
with schedule ratings, and the constant and rapid tendency of such rating 
is to the minimum or basis, for the competition among agents will be to 
get the deficiencies out of the way as a compliment to their enterprise 
or protection to their customers ; and many times these removals of de- 
fects will be more constructive than real. Underwriters had best keep 
out of acting as advisers of assured; let assured arrange their risks to 
suit them, and we can then charge what the risk is worth, We should 
soon be like a class of meddlesome old misses, dabbling in other people’s 
affairs, and get no thanks or profit out of it eventually. 

As to bankrupt laws, they invariably lessen the standard of business 
morality and integrity. I think contracts between men should be held as 
enduring as time itself, if it were possible—certainly no agency on earth 
should be empowered to sunder these obligations—and then we should 
have the highest standard of virtue of commerce. 

In conclusion, I would say the competition in our business, that has so 
long been displayed of the most active nature, has been transferred to the 
agents, who are wooling each other most unmercifully, at not so much 
their own expense, however, but largely at the expemse of the companies, 
who might enjoy it at a time when every one of them has some complaint 
or grievance unatoned for, were it not that this item of cost of the sport 
is looming up beyond all reason. 

Another matter that should arrest the attention of underwriters is the 
great diversity of settlements of losses and cost of adjustments, as well as 
their prepayment without consideration for the time of prepayment. In- 
deed, managers should go down inté the details of the business, and stir 
up the ashes a little after the fires, and learn what was the true cash value 
of the property they have to pay their money for. 


RICHMOND, VA., December 22, 1884. W. L, CowArDIN. 





VALUATION OF LIFE INSURANCE POLICIES. 
{To THE EDITOR OF THE SPECTATOR. ] 

The sum known as the reserve upon a policy of life insurance is that 
amount which, together with the premium (if any), will enable the com- 
pany to meet its obligations upon an assumed rate for future interest, 
mortality and expenses. Each leg of this tripod upon which the super- 





Structure of actuarial calculation is supported—interest, mortality and 
expenses—is, taking one kind of policy with another, of about equal im- 
portance in making up the result. At any rate, considering the number 
of short term policies and the limited average duration of whole life 
policies, the item of expenses is at least of as much consequence as either 
of the others. 

Obvious as this is, it is not a little singular that but comparatively 
slight attention has been given to a scientific analysis or application of 
this item, either in the composition of the premium or the calculation of 
the reserve. In America, for the purpose of ascertaining reserve (both 
under the State acts and for private purposes), expenses may be said to 
have been entirely ignored. Insurance men fondly claim that their 
‘**profession” is based upon ‘‘scientific principles.” But this claim is 
evidently unfounded as practiced under the superstition of net premium 
valuations laid down by our State laws. 

The aim of the statutes should be to require companies to keep on 
hand a sum sufficient to meet their obligation, and failing in this to declare 
them insolvent. In order to accomplish which, a rate of interest, mor- 
tality and expenses governing the future must be assumed, however difficult 
the task may be. The net premium method merely assumes a rate of 
interest and mortality and ignores expenses—evgo the net premium method 
cannot answer the purpose, It is true our premiums are usually suffi- 
ciently loaded above the net rate to cover future expenses, But so far 
as the law is concerned, this is a merely accidental circumstance which it 
has no right to assume. This loading may be too small or it may be more 
than sufficient to cover future expenses, in either of whieh cases the net 
premium method fails to indicate correctly the position of the company 
as regards solvency. 

Practical instances are unfortunately not wantings The Universal Life 
Insurance Company’s gross premiums never averaged more than the net 
rate, and the company was really insolvent almost from the day of its in- 
ception upon a proper calculation of its avai/able premium. Yet it was 
given credit under the net method for its entire premiums without any 
deduction for expenses, until it finally drifted, a hopeless wreck, into the 
hands of a receiver five years after everybody but State officials knew it to 
be irretrievably insolvent. 

On the other hand, we have the Globe Mutual Life Insurance Company, 
whose premiums exceeded the net rates on an average some thirty per 
cent, or fully fifteen per cent more than was necessary to meet expenses 
economically managed. Yet, by the Procrastean rule laid down by the 
State, this company was run into the hands of a receiver upon a valuation 
which refused to give credit for this fifteen per cent, thereby wrecking a 
company which was undoubtedly able at the time to meet all of its out- 
standing obligations. Many other instances of the inapplicability of net 
valuations to determine insolvency could be given, but its tendency to 
prove too long at one end and too short at the other is sufficiently illus- 
trated by the above cases still fresh in our recollection. 

It may be questioned whether net premium valuations should be used 
for any purpose. Many who concede that it is not applicable to ques- 
tions of solvency maintain that it should be used in ascertaining surplus 
for the purpose of making dividends, because it prevents the anticipation 
of future margins. There are two answers to this claim: First, it only 
efficiently prevents the anticipation of future loading when such loading 
exceeds future expenses. When such loading is mot sufficient to cover 
future expenses, as in the case of many stock policies now outstanding, 
it actually gives credit for more premiums than will ever become availab/e 
in payment of claims, and produces a larger divisible surplus than the 
companies can afford to distribute. Second, there is another method of 
ascertaining the divisible surplus which is not open to this objection, and, 
at the same time, secures as much margin for future expenses as may 
be requisite, regardless of whether the company has provided for such 
requisite margin in its future premiums or not. If the company has by 
the terms of its policies provided for more than this requisite margin, 
there is no reason why it should not anticipate this surplus, if it sees fit, 
with the restriction that, when it is derived from participating policies, it 
may be used solely for the purpose of making dividends upon the policies 
upon which it arises. In this way there would need to be but one stand- 
ard of valuation to be laid down by the State—to wit, a gross valuation, 
with a proper addition to provide for future expenses, which, for the sake 
of convenience, will be called the avai/ad/e premium method. 

What is the character of expenses in life insurance? The problem is 
somewhat complex, which is the probable reason why it has been so much 
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ignored. But it must be solved before any scientific basis can be claimed 
for either calculating premiums, measuring reserves or divisible surplus. 
Take a single instance : 

Suppose we have a policy whose gross premium the first year is $55.01, 
and annually thereafter $30.01 for life, the insurance being $1000. Under 
our present laws, it is simply impossible to determine the correct reserve. 
The net premium cannot be ascertained without first determining the 
character of the provision for expenses or “‘loading,” which is wholly 
ignored under the net premium method. It is of no assistance to know 
that the age of the assured is forty unless it be previously determined 
whether the premiums are to be considered as being loaded by a fixed 
sum or by a fixed percentage. In the first case (four per cent actuaries’ 
table of mortality), the first net premium is : 

Mx 


25 Nx+1 
P 





P= 1,000 = 47.12 


Nx — 


and the subsequent net premiums are 22,12 each. In the second case, 


the first net premium is : 





Mx 
P= 1,000 ; = 41.27 
Nx— —75_ Nx+1 
55.01 


and the subsequent net premiums are 22.51 each. In the first method the 
net reserve at the end of the first year would be $39.05 ; on the second, 
$32.90. The same hiatus obtains upon decreasing premiums in using 
the net method of ascertaining reserves and ignoring loadings. No such 
difficulties arise upon the gross method with a deduction for expenses. 

We do not meet with this obstacle where the annual premium is level, 
for the reason that it is immaterial whether the loading be considered as a 
fixed sum or a fixed percentage; in such cases they are alike. Other 
difficulties, however, arise equally formidable upon a net premium method. 
Ag initiation fee or sum to cover initial expenses cannot be charged with- 
out making the first year’s premium receipts larger in proportion to those 
subsequent, thereby altering the character of the valuation and preclud- 
ing the possibility of making a deferred life policy to succeed a term in- 
surance for the first year. Under the net method, identical policies upon 
which the premiums materially differ, call for the same reserve; and 
policies upon the same life for the same amounts and paying the same pre- 
mium will have different reserves at the same period, merely because they 
happen to have been issued at different dates, Many other inconsistent 
and absurd results will readily occur to the practicing actuary, arising 
out of net valuations from which the gross method with a deduction for 
expenses is free, and need not be recounted here, 

An analysis of life insurance expenses shows that they fall substantially 
into four classes : 

1st. Those which are similar to a Savings bank, consisting of the general 
expenses of management and investing funds, and the profits and losses 
attending the same. This class of expense is a charge upon the interest 
receipts, and is readily provided for by assuming a rate of interest, for the 
purpose of calculating premiums and reserves, about one-half of one per 
cent less than the rate which may actually be expected to be realized. For 
instance, if four and one-half per cent may be reasonably expected to be 
obtainable in future upon investments, and the expense of making and 
taking care of the same, including occasional losses of principal, cost of 
collecting, board fees, clerks’ salaries, rents, etc., equals one-half of one 
per cent (average expenses in savings banks to amount of deposit), then 
the rate of interest assumed for premiums and reserve should be only 
four per cent. 

2d. Those which are special to a life insurance business, which may be 
divided as follows : 

a. Expenses incidental to all policies as policies and irrespective of their 
size. This would include the expenses of making up dividends, writing 
and extending the policy, calculating the reserve, etc., and would be, 
say, about ten cents a year upon each policy. 

4. Expenses incidental to getting new business. The principal items 
are advertising, printing, cost of writing policy and medical fee, together 
with the first year’s commission to agents in excess of the collection com- 
mission of subsequent years, 

¢. Expenses of collecting premiums, the principal item of which is 
the commission to agents, agency rents and agency clerk hire, etc. 

Of the above expenses, only a and c are necessary to be taken into con- 
sideration for the purpose of reserves, as No. 1 is already disposed of in 
the rate of interest and 4 is disposed of at the very beginning of the policy 





risk and does not come within the contemplation of ‘‘a deduction for 
future expenses.” Thus we have left only a fixed annual expense (a) of, 
say, ten cents per folicy and a collection expense (c) of, say, ten per cent 
on each future annual premium to provide for. This would reduce the 
formula for valuation to 
(Ss Ux+n+Ax+nX.10) — (SPxX.goXAx+n)=Rx+n, in which SPx= 
the gross premium called for by the policy, or: 

S[IIx +n—(PxX.9g0X Ax +n)]+Ax+nX.10. 

The item a is however of so small account, except upon industrial poli- 
cies and paid-ups, that in practice it might well be dispensed with, It is 
merely mentioned, as there is a class of expenses which belong to the policy 
independent of its size or whether premiums paying or paidup. Setting 
this aside, the formula becomes very simple. 

When we come to the question of how a premium should be loaded, 
there is much which may be criticised in prevailing methods. The 
present custom in America is to add to the net premium a percentage of 
itself, together with a percentage of the net whole life rate at the same age. 
This isan arbitrary rule of thumb, the’result of which is to somewhat re- 
duce the loading as the net rate increases for~simi/ar age, as compared 
with a uniform percentage charge. It merely acknowledges that a uniform 
percentage is not right, but does not wholly cure the evil. It is, perhaps, 
the best that can be done so long as the net method of valuations is re- 
tained and agents are paid by a percentage upon premiums, It has already 
been attempted to show that the net method is worthless. It will now be 
attempted to demonstrate that agents should not be paid a percentage 
upon premiums, but should be remunerated by a fixed sum per $1000 of 
insurance, both for first year’s commissions and for renewals upon all 
kinds of policies. 

The chief business of a life insurance company is to insure lives. The 
accumulation of assets to meet reserves isa mere incident thereto. As now 
practiced, companies pay agents upon the whole amount of premium they 
bring in and not upon the amount of insurance secured. The greater part of 
each average premium isfor reserve. For this deposit, which has to be re- 
turned in theory tothe assured with its accumulations of interest, no com- 
pany can afford to pay a commission any more thanasavings bank. There- 
fore, the commission has to be taken out of the margin or loading upon 
the premium, and to be correctly allotted should be made a fercentage 
upon the /oading of the premium, which is not the case as at present prac- 
ticed. Perhaps such a practice would be open to the objection of intro- 
ducing confusion, as the loading upon premiums are not apparent and 
must be reached by means of a caleulation in complex tables. This 
can easily be obviated by giving the agent a fixed sum of, say, $3 
per $1000 of insurance for his renewal commission, and, say, $10 per $1000 
insurance for his first year’s commissions on a// kinds of policies, without 
regard to age of entry. In this way the agent is rewarded substantially 
upon the basis of the insurance obtained in the simplest and most prac- 
ticable manner. In order to meet this scheme, it would be necessary to 
load all kinds of net premiums, and without regard to age, by a fixed sum 
of, say, $10 per $1000 of insurance. An initiation fee of, say, $5 per policy 
plus $7 per $1000 of insurance should be charged with the first premium 
to cover medical fee, excess of first year commission, policy fee, etc. 
In the matter of the popularity and efficacy of taking an initiation fee, a 
lesson may be learned from the co-operative societies. 

Some years ago, Mr. Wright proposed that agents should be paid and 
premiums should be loaded with reference to the exact insurance value 
of the policy; but the scheme was so elaborate and complicated that, 
although the principles were acknowledged as sound, it could not be 
accepted in practice. The foregoing plan of fixed charges approximates 
to his very closely, and is based essentially upon similar principles, and 
is even more simple in its practical working than the methods now in use. 
An initiation fee, however, could not be required under the present net 
method of valuation without running the risk of some net valuation crank 
claiming that such policies should be treated as decreasing premium 
policies and demanding a larger reserve. Ona gross premium valuation 
with a deduction for expenses (available premium ‘method), reserves 
would not be disturbed by an initiation fee. 

It may be retorted that an available premium valuation cannot be re- 
duced to convenient tables like the net method and entails more labor, 
This is so only when the crab-like and childish mode of valuing policies 
separately is contemplated. Under a method of grouping the risks, the 
extra labor would not be appreciable—in fact, would be much less than 
by the net seriatim method, Again, it may be asked whether the change 
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would not disturb the harmony of the contribution plan of making divi- 
dends. A little reflection would show that it would not, The difference 
of interest would have to be reckoned upon a changed reserve, but the 
allotment of loading above expenses would be much simplified. The 
time is probably not far hence when, by reason of the decrease in interest 
earnings, there will be no gain in interest over the assumed rate and ex- 
penses of investment (expense item No. 1, supra), and as the apportion- 
ment of gains from mortality is purely theoretical and impracticable, even 
when they exist, the contribution method will substantially come down 
to a mere dividend of what is left of the margin or loading upon premiums 
after paying expenses, This is the reason why the contribution plan of 
dividing bonus has met with so little favor in Great Britain. 


In the State of New York, a new act was passed at the last legislature, 
to take effect in 1886, creating a double standard of valuation—one at 
four and one-half and the other at four per cent—upon different tables of 
mortality. This law, instead of being an advance, is a step backwards— 
amass of contradiction. How is it possible for the same company to 
have two different experiences on the same risks and investment during 
the same period? If the rate for fature mortality and interest be actuaries 
four per cent, how can the American four and one-half per cent be of any 
use. As provided by the bill, a company need make no provision for 
expenses, either in its premiums or by separate fund—that is the fatal 
defect of any net premium method, and it may be added that it thereby 
facilitates and encourages a “war of rates” between companies which 
may some day become the potent ’cause of the ruin of the many, as in fire 
insurance. Again, this precious bill proposes to stop a company’s busi- 
ness defore it becomes insolvent, an act which of itself destrdéys public 
confidence, increases its mortality, precipitates a run upon its assets, 
decreases its income and is tantamount to making it insolvent. 

Net premium valuation has been the Pandora box of nearly all our evils. 
It has been the principal, though indirect, cause of all our failures in 
American life insurance. Because it has either failed to compel compa- 
nies to provide for expenses, or, where such expenses have been more 
than provided for, has refused the companies the use of the future excess 
or surplus, as against equally future and contingent liabilities. No com- 
pany in this country has ever failed on account of excess of mortality or 
deficiency of interest. Unprovided expenses and erroneous reserve val- 
uations have been the cause of it. Net valuation ‘‘ ought to go” before 
it knocks the entire business of life-insurance ‘‘silly.” It may have been 
well enough in the twilight of State supervision, when all policies were 
heavily loaded, and no one knew any better; but it ceased to be safe 
when the stock companies with low rates came into the field, and it is 
wholly unable to grapple with the subject of industrial insurance without 
either murdering it or committing suicide. Under net valuation, a com- 
pany may remit to its outstanding policyholders all of their future pre- 
miums in excess of the net rate and bring itself to inevitable future insolv- 
ency, and still stand as well in the report of the Superintendent of 
Insurance as if it had not diminished its future income. Such remission 
would not become an independent annuity or liability so long as made 
contingent upon the payment upon the balance of the premium. How 
long shall the farce continue? 

In Massachusetts, where the system of net valuation for State purposes 
originated, they never made the mistake of supposing it to be a measure 
of solvency; therefore their law does not permit the Commissioner to ap- 
ply for a dissolution of a company upon the impairment of the net reserve, 
as in other States. He can merely bring it into court, the latter not being 
governed or restricted by any standards of mortality, interest or methods in 
determining what it shalldo, This, although having a certain semblance of 
consistency, is practically worse than the others. It has all the inconsisten- 
cies of the net method as far as it goes, and has absolutely no standard 
whatever to determine solvency, but leaves that vital matter to the caprice 
of a judge, who cannot be expected to know about such matters, or, still 
worse, toa jury. The upshot of the matter would probably be that the 
court would rely upon the advice of the Commissioner in determining its 
judgment, and thus, in the last analysis, the measure of solvency in 
Massachusetts resolves itself practically into the uncertain notions which 
the unknown and irresponsible Commissioner who reigns at the time may 
happen to entertain. 

Fortunately, Massachusetts has had no life company of its own, or 
doing business there at the time, fail, and is accustomed to point to this 
fact as a vindication of its system. This immunity is attributable princi- 





pally to the higher amount of reserve required, owing to the lower rate of 
future interest assumed, forcing sick companies out of the State before 
their demise. It certainly is not owing to net valuation, fer se. Ww. 
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NEWS OF THE WEEK. 


Prominent Men Who Trust in Life Insurance. 


In times of business depression, life insurance is especially valuable, for, 
while burdened by harassing cares that are then liable to disturb the 
placidity of the mind, the business man derives inestimable consolation 
in realizing that even should the worst come, he need entertain no fear at 
least for the future of his family. Great satisfaction proceeds from the 
knowledge that, if bankruptcy overtakes him, and in the event of his suc- 
cumbing to the greatest disaster of all, death, a frequent result of severe 
mental strain from business embarrassments, comfortable provision has 
been made for the dependent wife and children, whose future support 
would otherwise be left to the capricious charity of a cold world. Mis- 
fortune is no discriminator of persons; it is quite as apt to overtake the 
most talented, the man with the accomplishments of education, or the 
wealthy man, as his less favored neighbor ; no man is foreordained to as- 
sured success. In taking proper business precautions, should not one of 
the first measures embrace sufficient life insurance to protect one’s family 
in case of adverse fortune, resulting possibly in sickness or death? It is 
known that, in the many undertakings in life, statistics indicate that not 
more than three per cent of,the enterprises started ever turn out success- 
ful. We are all aware that to many, misfortune brings on despondency, 
which frequently runs into serious sickness, and not infrequently death 
ensues, The benefits of life insurance in such a time serve as a cooling 
draught to the fevered lips or as a healing salve to a sensitive wound. 

The public should always be interested to read of the large amounts of 
life insurance carried by individuals. In life we are guided largely by the 
examples and experiences of other men, and especially should we be in- 
fluenced by the examples of prominent and successful business men, 
Many persons have been persuaded to the importance of life insurance by 
the evidence that the best men in the country liberally patronize the great 
life insurance companies for the benefit of their families atdeath. In con- 
nection with the increasing demand for larger amounts of life insurance, 
The Philadelphia Times has recently printed an interesting article on “ big 
policyholders,” embracing a partial list of the notable Americans who are 
insured for large amounts and have thus practically indorsed the benefits 
offered by the great life companies as a worthy and profitable invéstment. 
The article reads as follows: 


The Western man who opposed life insurance because, as he put it, 
‘there can be nothing in a game in which the player has to die to win,” 
might have thought differently had he known that nearly all the promi- 
nent men of Philadelphia, New York and the other big cities have their 
lives insured for immense sums, Several pay premiums on $500,000, and 
a number go beyond that figure. The custom of life insurance as an in- 
vestment is becoming more common every day, and the shrewdest finan- 
ciers and business men in the United States are the largest policyholders. 
A rich man who had but $100,000 on his life two or three years ago will 
carry double that amount to-day, and hundreds pay as premiums to life 
insurance companies thousands of dollars annually, * * 

John B. Stetson, the hat manufacturer at Fourth and Montgomery 
avenues, is one of the largest policyholders in the world. He pays pre- 
miums on $720,000, He has $360,000 on his own life. The policies for 
the other $360,000 he holds on his manager’s and nephews’ lives. Ham- 
ilton Disston has in the vault of a well-known safe deposit company poli- 
cies for $510,000. Three years ago he had only $300,000 on his life. 
John Wanamaker pays a premium on $250,000, B, B, Comegys, presi- 
dent of the Philadelphia National Bank, will leave at his death a policy 
for $75,000. Lewis C, Cassidy is insured for $100,000. Benjamin H. 
Shoemaker has $100,000 on his life, and Theodore B. Peterson and Rich- 
ard Peterson, the booksellers, each have policies for $100,000. Franklin 
B. Gowen, ex-president of the Philadelphia and Reading Railroad Com- 
pany, carries a $125,000 policy. Thomas Dolan, the carpet manufacturer, 
pays premiums on a $100,000 policy, and Wharton Barker has a policy 
for a like amount. Richard J. Dobbins, the builder, owns a $100,000 
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policy; so does George Harding, the ‘patent lawyer. W. M. Runk of 
Darlington, Runk & Co. has $88,000 on his life. Charles J. Peterson of 
Fifteenth and Walnut streets has $75,000 on his life. 

J. M. Arrison, Theodore B. Love and W. C. Allison are each insured 
for $70,000, and Robert{Buist, Jr., the seedsman, has a $50,000 policy, 
Samuel Wanamaker, a brother of John Wanamaker, carries a $100,000 
policy. Robert Dornan, “carpet manufacturer, pays a premium on a 
$70,900 policy. 

President Wilbur of the Lehigh Valley Railroad has a $100,000 policy. 
George H. Stuart, president of the Merchants National Bank, is insured 
for $100,000. The dry-goods firm of Hood, Bonbright & Co. have $250,000 
insurance on their lives. Joel J. Baily carries $75,000 on his life. 
Judge Joseph Allison has a $60,000 policy. The heirs of Morton Mc- 
Michael, Jr., will get $50,000 from the companies he is insured in, and 
John Lucas will leave behind him a policy for $100,000. Sheriff Keim is 
a $60,000 policyholder. J. E. Kingsley of the Continental Hotel has pol- 
icies which will be worth at his death $125,000. Percival Roberts, Jr., of 
the Pencoyd Iron Works has $50,000 on his life. Charles Hartshorne, 
vice-president of the Lehigh Valley Railroad Company, owns a $75,000 
policy, and Robert H. Sayre of the same company is insured for $100,000, 
MacKellar, Smiths & Jordan, the type founders, are insured for nearly 
$250,000. W. P. Clyde is insured for $150,000. 

There are at least 200 others who own policies representing from 
$25,000 to $50,000. 

It is known that Pierre Lorillard has $255,000 on his life. F. W. 
Devoe,the New York paint manufacturer, carries policies for $250,000. 
Cyrus W. Field’s life is insured for $240,000. Alexander Barrett 
and F. B. Roberts of New York each have $200,000 on their lives. John 
Gibb, the spool-silk man, has policies for $170,000, Charles Pratt and 
H. B. Hyde of New York are each insured for $165,000. Hon. D. J. Mor- 
rell of the Cambria Iron and Steel Works at Johnstown carries policies 
for $150,000. A year or so ago J. H. Haverly, the theatrical manager, 
had policies for $120,000, but whether he carries that amount of insurance 
now is not known. Charles A. Dana, editor of The New York Sun, is 
insured for $120,000, and Thomas Nast, the cartoonist, possesses a 
paid-up policy for $25,000. Senator J. Donald Cameron of Harrisburg 
has his life insured for $100,000, and Henry Ward Beecher has paid the 
premium on a $100,000 policy fora number of years. The late Senator 
Matt Carpenter had $85,000 on his life. 

Uncle Rufus Hatch of Wall street and other places is insured for 
$76,000, Judge Fullerton is insured for $75,000, 

H. B. Claflin, the New York dry-goods prince, has $125,000 on his life. 
Congressman-elect W. L. Scott of Erie is insured for $58,000. Colonel 
H. L. McCormick of Harrisburg holds a $52,000 policy. Cornelius Van- 
derbilt, Jr., who committed suicide in the Glenham Hotel in New York 
two or three years ago, had $50,000 on his life. George M. Pullman of 
Chicago, of Pullman car fame, has his life insured for $100,000. J. H. 
McVicker, the theatrical manager and father-in-law of Edwin Booth, owns 
a policy for $50,000. 

The late Judge Leisenring of Mauch Chunk was insured for $50,000, 
and Charles Delmonico, the famous restaurateur, whose dead body was 
found a year ago in the Orange, N. J., mountains, had a policy on his life 
for $50,000. Daniel F. Beatty, the Mayor of Washington, N. J., carries 
$50,000 on his life. Potter Palmer, of Chicago hotel fame, is also in- 
sured for $50,000. 

A prominent life insurance agent says that it is a common practice for 
holders to hypothecate their policies and negotiate large loans on them. 
In New York there are a number of men who do a very profitable busi- 
ness in advancing money on policies, for which they charge an enormous 
bonus. 

‘* Wives are the best life insurance agents companies have,” said the 
agent. ‘‘ They persuade their husbands to get their lives insured. Lots of 
prominent men get their lives insured purely through the persuasion of 
their wives. But take the shrewd business men of the country and they 
take out a policy much the same as they buy 100 shares of stock. With 
them it’s purely a business investment.” 


OTHER PROMINENT POLICYHOLDERS. 


Having noticed that there is a growing demand for large life policies, 
and the fact that a prominent life insurance company has lately issued 
policies for $100,000, in each case, on thé lives of several wealthy Bos- 
tonians, all within a short period of time, ‘‘ causing some comment in 





local insurance circles,” the attention of The Boston Commercial Bulletin 
has been naturally directed to the subject of heavy life insurance policies, 
and in a recent issue the following appeared : 

Until within a few years, the carrying of over $25,000 insurance by the 
wealthiest persons was considered a very exceptional occurrence. But 
with the immense growth and progress which scientific life insurance has 
made, and with the increasing knowledge and familiarity which the pub- 
lic has had of its details, there has come greater confidence, and heavier 
trusts have been bestowed upon the companies. 

There are now scores of men in our large cities who are carrying $50,000 
insurance on their lives. In this form of combined protection and invest- 
ment Chicago seems to take the lead. Inalong list of heavy insurers pub- 
lished by THE SPECTATOR Company not long ago, the names of eighty- 
eight Chicago men were mentioned as carrying $50,000 life insurance and 
over. It is doubtless true that there is much less reticence on the part of 
the heavy insurers of the West, at allowing the size of their policies to be 
made known, than at the East. It is also true that the custom of taking 
heavy life policies became popular at an earlier day in the West than 
among the more conservative insurers of the Eastern cities. 

Recently it has made much progress in our midst. In Boston, large 
primary policies have been taken out with much more readiness of late, 
but the heavy amounts have been rolled up by the sagacious solicitors of 
the Hub chiefly in the way of increasing the primary policies. The best 
life insurance agents all testify that itis an easier task to obtain an in- 
crease on a moderate sized policy than to obtain the primary policy for 
any amount. The-first battle is the hardest fought. 

One of the largest, if not the largest, life policy carried in Boston 
(according to THE SPECTATOR) is reported to be that of $200,000, by B. 
F. Sturtevant, the blower manufacturer. Among other Bostonians said 
to carry heavy policies are mentioned F. A. Brooks, in the sum of 
$155,000; N. J. Bradlee, $114,000; C, A. Lombard, $100,000; E. L. 
Dorr, $100.000; Ivory Bean, $100,000; J. S. Fogg, $90,000; Francis 
Alger, $85,000; Joseph Burnett, $75,000; E. D. Jordan, $65,000; A. B. 
Earle, $50,000; William Lloyd Garrison, $50,000; B. F. Campbell, 
$50,000. Quite recent changes in any case may have altered the sum 
named. 

Many others might be named, but the class who patronize the life in- 
surance companies in heavy amounts may be well judged from such a 
list. The late J. M. Beebe, who died not long since, was reported to 
have had $100,000 insurance. Hon. Dwight Foster, recently deceased, 
and himself an eminent insurance lawyer, is said to have carried $85,000, 
while E. F. Cutter of the late firm of Francis Skinner & Co. was reported 
to have left $70,000 insurance. * * 

Among the well-known Gothamites who have taken out policies for 
$100,000 during the year, we mention James B. Colgate, Walter Gurney, 
E. H. Harriman, Lewis Roberts and H. B. Hollins. The heavy insurers 
are nearly all bankers and leading merchants. Politicians are rarely 
found among this class. Jay Gould is said to have one paid-up policy ot 
$25,000, but he desires no more, quite fortunately, as it would be difficult 
for him to get good insurance in any large amount. 

E. P. Allis, an eminent manufacturer of Milwaukee, carries $170,000, 
if his policy has not been altered recently, and $250,000 was carried by 
John Wanamaker of Philadelphia, at last accounts. F. B. Gowen, of 
Philadelphia and Reading Railroad fame, carries $125,000. Rufus Hatch 
and H. B. Claflin of New York guard against the unseen by policies of 
$76,000 and $125,000 respectively, unless they have lately increased. Geo. 
M. Pullman, of car building notoriety, was content with $100,000 at last 
accounts, and $50,000 is the sum set down for Harper Bros., the publishers. 
John E. De Witt, president of the Union Mutual Life of Maine, carries 
$60,000 insurance. 

The well-known names which are given, simply stand for the class of 
people, and a constantly growing class it is, who make life insurance pro- 
vision proportionate with their income. The sum of $100,000 is not a 
heavy insurance for men having an income of $20,000 to $25,000 and 
above. Its yearly cost in any leading company, say at forty-five years, is 
about $3800, while a twenty-year endowment policy of $100,000 taken at 
forty-five years would cost about $5500. A greater sum is frequently 
spent in the course of the year with little or nothing to show for it. Here 
is an annual expenditure of from $4000 to $5000 which wealthy men will 
do well to think over. 

In the far West the demand for life insurance has steadily increased, 
and many citizens in the frontier States are heavily insured. The follow- 
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ing isa partial list, lately printed in THE SPEcTATOR, of representative 
men, well known in the States where they live, who have taken advantage 
of life insurance opportunities, and the amounts of insurance that they 
carry in no case falls short of $30,000, and in some instances are much 
greater: 

Denver, Col.—C. B. Kountzer, D. H. Moffat, S.N. Wood, F. P. Ernest, 
N. M. Tabor, George Rust, Wm. H. Bush, Bishop J. F. Macheboeuf, 
Hon. James Duff, L. H. Ercholtz, Wm. D. Todd; Ohio Springs, N. M.— 
Hon. S. W. Dorsey; Silver City, N. M.—W. A. Porrish, John R. 
Magruder, H. M. Meredith, H. V. Ailman ; Albuquerque, N. M.—C. E. 
Cromwell ; Santa Fe, N. M.—A. Staab, C. H. Gildersleeve, Hon. F. B. 
Cobcon, Lehman Spiegelberg ; Las Vegas, N. M.—Jefferson Raynolds, 
Joshua S, Raynolds, Frank Springer, Louis Sulzbacher, Isidor Stern, 
Eugenio Romero; Bernalillo, N. M.—J. R. Armijo; Leadville, Col.— 
F. Chas. Mater, J. W. Jacque; Las Lunas, N. M.—Hon. Tranquilino 
Luna; Greeley, Col.—James M. Freeman; Colorado Springs, Col.— 
Joseph H. Kerr, Ironey Harobert, J. H. B. McFerroir, J. F. Humphrey, 
B. F. Crowell, F. H. Land, F. L. Martin; Pueblo, Col.—A. W. Geist, 
O. P. H. Baxter. 





The Manhattan Life Insurance Company. 


Durinc the year, it is safe to say that the Manhattan Life Insurance Com- 
pany has secured its full quota of business, for the public has always 
shown a willingness to reap the benefit of the advantages offered by this 
company. The Manhattan Life enjoys a reputation for its liberal treat- 
ment of the insured, and this reputation is as fully and conscientiously 
maintained by the company as its liberality is duly appreciated by those 
who receive the benefits. The plans under which insurance is given are 
easily understood, are attractive in style, and the policy contract is not 
encumbered by the mass of restrictive details which tend to burden the 
mind of the policyholder in the old policy forms. The Manhattan Life 
has recently made a successful bid for increased business by striking 
from its policies the clause refusing to pay the claims which mature on 
account of suicide. This noteworthy departure serves but to indicate 
the desire of the managers to make all reasonable concessions to the in- 
sured, and to sustain its record for liberal and generous dealing. The 
following is a copy of the provisions of the new policy recently issued 
by the company, which, as a model of simplicity, brevity and concise 
comprehensiveness, discounts any other insurance contract we have ever 
seen: 

I,—If any statement made in the application be in any respect untrue; or if any 
premium or interest on any note given on aceount of a premium be not paid when 
due; or if the insured die in consequence of any violation of law; or if he engage 
in blasting, mining, submarine labor, the manufacture, handling or transportation 
of any explosive material, or in any naval or military service, except in the militia 
not in actual service, or in employment on a railroad, a steamboat or other vessel, 
or as an engineer or fireman of a steam engine; or if he pass beyond the United 
States and British America lying south of the forty-ninth degree of north latitude, 
except as a traveler in first-class vessels along the coast thereof, or to Europe, or as 
a traveler in Europe north of the forty-third degree of north latitude ; or if between 
the first day of July and the first day of November he pass into or remain in any 
part of the United States south of the thirty-sixth degree of north latitude; this 
policy shall be void, and all payments made upon it shall be forfeited to the com- 
pany. Except, if after being in force three full years, this policy shall lapse or 
become forfeited for the non-payment of any premium or interest on any note given 
on account of a premium, the company will, upon the surrender of this policy 
within six months after such lapse, issue a non-participating paid-up policy for 
such sum as the legal net reserve on this policy, at the time of lapsing, will pur- 
chase as a single premium at the company’s present published rates. 

II.—Proot of death shall be furnished to the company within two years after 
death, and shall contain full answers under oath to the questions in the company's 
blanks, and no suit shall be brought against the company on this policy after two 
years from the time when the cause of action accrues, 

III.—No provision of this contract can be changed or waived except by a written 
agreement, signed by the president or secretary of the company. 


Incontestable after five years for errors or misstatements in the applica- 
tion, non-forfeitable after three years, and altogether devoid of confusing 
restrictions, n> other life company issues a more generous or desirable 
policy to the insuring public. The Manhattan pays its losses promptly, 
its risks are carefully chosen, and it enjoys a consequent low mortality 
experience ; its managers are men of enterprise and thoroughly acquainted 
with their business, and the company prospers in the growth of its re- 
sources from year to year, 





Jay Gould Talks About Life Insurance. 


THE statement has been published that ‘‘ Jay Gould made up his mind a 
dozen years ago to insure his life, and year by year has added to the 
amount, until he can produce policies for $400,000, which he calls his 
emergency fund.” A representative of THe SpecraTor hunted up Mr. 
Gould on Saturday and succeeded in finding him at his headquarters, No 
71 Broadway, in the offices of W. E. Conner & Co., the stock brokers 
through whom the millionaire stock operator largely transacts his gigantic 
Wall street business. The card sent in found Mr. Gould absorbed in 
business, closeted with G. P. Morosini, but he expressed himself pleased 
to see the reporter and, beckoning him to a seat, at.once broached the 
object of the interview : 

‘*I see from your card that you have called to talk about insurance 
matters. Isitin reference to that article published in a daily paper 
about big life policyholders ?” 

Assuring him that the interview was in connection with that subject, 
the reporter continued : 

‘*Mr. Gould, it has been published that you carry insurance on your 
life for $400,000. Will you have the kindness to affirm that assertion, or 
will you please state the amount that your life is actually insured for ?” 

**You have given me a leading question, sir,” replied Mr. Gould, 
‘**but let me answer it briefly and emphatically—there is absolutely no 
truth to the statement.” ; 

‘* We believed the statement to be inaccurate ; but do you wish to have 
it understood that there is no insurance on your life ?” 

‘*T have not intimated such a wish,” sharply retorted the Wall street 
king, ‘‘ and wish to say nothing more than I have said. Like other busi- 
ness men, I appreciate the value of life insurance as an investment. It 
does not of course, like more active investments, furnish the opportunity 
for immediate personal enrichment, but a life insurance policy, I might say, 
belongs to the class of more conservative business securities. This practice 
that I understand the companies are encouraging, in giving a cash value to 
the policyholder for his policy, should he become hardpressed after paying 
his premiums for a time, and the plan of securing loans on policy 
collaterals, certainly conduce to the substantiality of life insurance as a 
safe and practical investment. But you will understand that what I have 
just remarked in a general manner should not be inferred, one way or 
the other, as a personal indorsement on my part, and I simply wish my 
brief denial of that newspaper story, in so many words, to be printed in 
your paper.” 

Mr. Gould then dismissed the reporter. Some life agents say that the 
millionaire has one paid-up policy for a considerable amount, but owing 
to unfavorable public feeling like that manifested toward him in the late 
political contest, it would be difficult for him to get good insurance in 
any large amount. Had Mr. Gould taken advantage of the opportunities 
of life insurance when he was a younger man, such a trouble would have 
been averted, and he would have gotten cheaper rates besides, 





Burlington Insurance Company vs. The Iowa Auditor of State. 
In last week’s issue, we reprinted an Associated Press dispatch which 
was published generally, relative to an injunction suit brought by the 
Burlington Insurance Company against the Auditor of Iowa, J. L. Brown, 
This dispatch, emanating from Des Moines, was misleading in character 
and gave a wrong impression of the object of the suit in question, which, 
instead of being for the purpose of restraining Auditor Brown from 
‘*withholding an official certificate,” as stated, was and is simply to ob- 
tain, in the only way possible, a decision of the Supreme Court of the 
Hawkeye State on a point of difference between the company and the 
Auditor on the subject of reinsurance, 

Briefly stated, the case is as follows: Auditor Brown in his examina- 
tion of the Burlington found that the company had reinsured its surplus 
lines in other responsible companies complying with the laws of and 
doing business in Iowa. He required the company to put up on this re- 
insurance the forty per cent reserve contemplated by the laws of the State 
on risks assumed by fire insurance companies operating under his juris- 
diction, and the Burlington demurred, claiming that it should be obliged 
to maintain the reserve only upon the actual amount of business carried 
by itself, not reinsured ; and that the Auditor’s ruling provided for a 
double reserve, which was unjust and arbitrary. In this view the com- 
pany was sustained by the opinion of the attorney-general, to whom the 
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Auditor submitted the question. Notwithstanding, however, the Auditor 
adhered to his own ruling and demanded that the company pay up a tech- 
nical impairment of some $40,000, which his decision had created. 

The management of the Burlington had endeavored to have an agreed 
case submitted to a competent court in order to reach an amicable decis- 
ion in the premises, but this proposition Auditor Brown declined to en- 
tertain, and the question was again referred to Attorney-General McPher- 
son, who, ina supplementary opinion, decided for the second time in favor 
of the company. The Burlington, finding that the Auditor would neither 
consent to the submission of an agreed case nor be guided by the attor- 
ney-general’s construction of the law, availed itself of the only course left 
open to it and brought suit as stated, securing a preliminary injunction 
from Judge Given of the Circuit Court, Des Moines, restraining the 
Auditor from publishing any statement detrimental to its interests. 

The Burlingcon Insurance Company is known as a responsible and 
square-dealing institution. It appears that the stand the management 
has taken in the case above alluded to is correct and in consonance with 
the rulings of the New York Insurance Department and all others (except 
that of Iowa) on the question of reinsurance reserve, The attempt of the 
Iowa Auditor of State to make reinsurance doubly sure may be, theoreti- 
cally, a safe measure, but reduced to practice would, according to gen- 
eral opinion, work injury to many sound companies, without correspond- 

ng benefit to the insuring public. So farasthe Burlington is concerned, 
we understand that some time ago its stockholders, who are composed of 
wealthy and influential citizens of Iowa, voluntarily paid in some $50,000 
as a permanent reserve, which is now in bank to the credit of the com- 
pany—a fact that, of itself, evidences ability and willingness to back all 
net liabilities. 

Summed up, the outgrowth of the trouble of the Burlington Insurance 
Company with the Auditor of State is regarding the amount of its 
reinsurance reserve, the company having authority under the State law to 
write lines equal to one-tenth of its capital, or $10,000 ; and as some of its 
customers insist on having its policy for that amount, and its president 
does not consider it good underwriting to carry that much on any one risk, 
no matter how desirable it may be, the company reinsures $7500 of 
$10,000 risks with the best Eastern companies. The Auditor declines to 
allow the reinsurance fund which is provided for by such reinsurance, 
Hence the litigation. 








MERE MENTION. 





—The Illinois State Board held a meeting in Chicago on last Thursday. 


—Marshal, Tex., has purchased a Silsby steam fire engine and 1000 feet 
of hose. 

—Mr. Harris, of Harris & Shepard, St. Paul, insurance agents, was in 
Chicago last week. 

—E. B. Case of Chicago is still improving, and strong hopes are now 
entertained of his recovery. 

—S. M. Moore, one of Chicago’s prominent underwriters, has been 
quite unwell for some time past, but is improving. 


—Herbert C. Hill of Minneapolis, Minn., special agent of the Califor- 
nia Insurance Company, was in Chicago last week, 


—The insurance men af St. Louis are discussing the advisability of in- 
creasing rates to the extent of from five to ten per cent. 


—A. W. Spalding of Chicago, manager of the Home of California, was 
presented with a beautifu] gold-headed cane by his employees on Christ- 
mas, 

—The new buildings at Chicago of the Royal and Home Insurance 
Companies are rapidly nearing completion, and present a very imposing 
appearance, 

—C. L. Seeley of Wellington, O., has been appointed special agent of 
the Fireman’s Fund and Union of California, vice W. H. Sage, who takes 
Indiana fer the Northern of England, 


—Samuel Atherton, vice-president of the John Hancock Mutual Life 
Insurance Company, has been chosen president of the New England 
National Bank of Boston, but this will not interfere with his connection 
with the John Hancock, Mr. Atherton has a wide acquaintance with 





financial matters ; indeed, there is no doubt that to his ability as a finan- 
cier the success of the John Hancock is largely attributable. He is 
director of several banks and his moneyed interests are large. 


—At the advanced age of eighty-four years and nine months, on De- 
cember15, at Chicago, Hannah Moore passed away, She was the mother 
of S. M., J. H. and O. E. Moore, all well-known insurance men. 


—We desire to acknowledge the receipt of a handsome calendar from J. 
L. Whitlock, manager of the Glens Falls Insurance Company at Chicago, 
It is a perfect little beauty, edged with silk fringe, and is a credit to the 
taste and liberality of the donor. 


—The statement has been published by The Philadelphia Times that 
William H. Vanderbilt carries life insurance for $620,000. Mr. Vander- 
bilt informs us that the assertion is entirely without foundation... He has 
not now nor never has had any insurance on his life, 


—H. S. Vail, the much-talked-of actuary, who has been examining the 
Iowa companies, rendered the Burlington Insurance Company a bill for 
the modest little claim of $2550 for bothering them nearly to death. The 
company’s president, John G. Miller, ordered the bill paid, under protest. 


—The annual meeting of the New England Insurance Exchange will 
be held Saturday morning, January 3, at the Exchange rooms in Boston. 
The following will constitute the order of the day: Calling the roll, read- 
ing the records of the previous meeting, reports of officers, election of 
Officers. Visitors will be welcomed on the floor of the Exchange. 


—The reported withdrawal of the London and Provincial last week, on 
the streets of Chicago, is contradicted by the company’s representatives, 
S. M. Moore & Co., who wired East to ascertain the facts. The com- 
pany’s United States general agency say they know nothing of any such 
step, and if it was contemplated they naturally and certainly would. 


—By the reinsurance of the business of the North German Insurance 
Company in the Peoples of New York, the agency of the latter company 
at Chicago goes from E. W. Lyman & Co. to Adolph Loeb. Mr. Loeb 
seems to be having a boom lately. This makes the third new company 
added to his agency during the past year, the Home of California and 
the Rochester German being the others, 


—No American magazine gives more instructive information and tends 
more to interest and improve the mind than The North American Review, 
The January, 1885, number of this excellent periodical contains an article 
by Mr. Proctor on “ Herschel’s Star Surveys,” Prof. Le Conte gives a 
readable treatise on ‘‘ The Evidence of the Senses,” with some curious 
facts relating thereto, and Mr. Marshall’s paper on ‘‘ The Increase of 
Wealth ” is timely and is treated in an understanding manner. The 
North American Review is a storehouse of good things and should be on 
the table of every intelligent gentleman. 


—Brice Collard, the general superintendent of the industrial depart- 
ment of the Metropolitan Life Insurance Company, died on Christmas 
day of heart disease. In an autograph memoriam sent out by Joseph F, 
Knapp, president, and John R. Hegeman, vice-president, the following 
tribute is paid the esteemed superintendent: ‘‘ Mr. Collard had been 
connected with the Metropolitan since 1879—aiding the executive officers 
from the very foundation of the company’s present plan of industrial 
operation. He brought to the work a practical experience in this spe- 
cialty, united with rare good judgment, untiring energy and inspiring 
influence. As an associate, few could equal and none surpass him,” 


—The report printed in our issue of last week, that Robert C. Rathbone 
had been appointed metropolitan agent of the Sun Fire Office, has been 
confirmed. Mr. Rathbone succeeds Vincent Tilyou, who leaves the service 
of the Sun solely on account of poor health. The new apointee is an old 
fire underwriter, is well known in the city as a man of excellent business 
capacity, and his acquaintance with fire underwriting covers a period of 
over thirty years. The metropolitan headquarters of the Sun Fire Office 
will remain at the same commodious focation, on the first floor of the 
Equitable building, and Mr. Rathbone will assume charge at once, The 
appointment is in full accord with the views of the United States manager, 
U. S. Gilbert, who has been in New York conferring with Mr. Rathbone 
during the past week. As the largest fire office in the world, we hope to 
see a rapid growth of the business of the Sun in this great metropolitan 
city. The appointment of Mr. Rathbone is generally regarded as a wise 
and judicious one, well calculated to win favor with the insuring public, 
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